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' "I‘hank you Chalrman Erpenbach and Commrttee members for the
. opportumty to testrfy before you on SB 386.

We are pursumg th1s bﬂl to elarlfy ex:lstmg statutes, brmg insurance
regulatlon into compliance with federal HIPAA requirements and to

“incorporate changes that are requested by the W;isconsm Insurance

.Securlty Fund

I have worked wrch all znterested part1es to ensure that this bﬂl does not
harm consumers, does not result in an unfair advantage for-any -
mterested pa;rty and does not create an unfalr regulatory burden

Spec;fically, the 1t_err_’1s in SB 386 1nclude:

Investment in Subsidiaries. Clarifies the existing statutory limitation
that allows a 10% aggregate investment of domestic stock and mutual
insurance companies in subsidiaries other than insurance submdlanes
investment subsidiaries, or ancillary subs1d1ar1es such as insurance
agencies, securities dealers, invéstment compames ﬁnanmal advisors,
etc. : : :
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Approval of Mergers. Current law states that any merger or acquisition

of a domestic stock insurer may not be submitted to the shareholders

" unless the proposed merger has been approved by the Commlssmner

The legislation retains the requirement that the plan to acquire or. merge '
be approved. by the Commissioner before it is unplemented Wisconsin i is

' the only state that requires the Commissioner’s approval prior to

submission to shareholders. The legislation would remove this -

_requirément. Since any merger would still need the Commissioner’s _
_ approval regardless of shareholder approval current law represents an

unnecessary regulatory requzrement

‘ Wisconsm Insurance Secunty Fund Changes Moves several Secunty

Fand board prov131ons from the administrative rules to the statdtes and

. changes the number of insiirer representatlves on the fund board from

between 7 and 14 ‘members to between 9 and 1 1 members Insurer :

representatxves are appomted by the Commissioner on recommendaﬂon -

by the board. It also permits insurer representatlves to des1gnate an

. altematzve representatwe
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Sets the deadline for filing a claim against the fund to 18 months after an
order of quuidation is eritered if that order does not speciﬁr a deadline.

| Estabhshes a rate of interest or crediting rate on beneﬁt payments under |
‘ certa,m covered contracts to a rate based on Moody s average rate or the

contract 5 guaranteed rate.’

Changes the assessment base'for life and health companies to a
- percentage of average annual premiums for the 3 most recent years
- preceding the year of the hqmdatwn order.

Inchides pre- pa;d health care pa:ov;,ders that contract Wlth DHFS among
- the types of insurance or insurance type products that are not covered
by the fund: : : .

These changes add nmiore clarity to fund participation, modernize the

Secunty Fund board make-up to account for changes among meimber

insurers, and codify some security fund prowsmns that currently exist
_ under administrative rule.

""Pre_mium tax statute of limitations.. Clarifies s. 76.68, Wis. Stat. to

reciulre that any suit for a refund of a premium tax must be filed within 6 |

months of the date of payment. Current law leaves some types of
lawstiits for refunds of premium taxes (and license fees) without a statute
of 11zm1:at10ns leavzng the state exposed toa su1t Indeﬁmtely

Group Insurance Certlficates'. Current law requi:res that an insurer
issuing a group insurance policy must provide a certificate of coverage to
~ each member of the insured group. The bill allows irisurers to make the
. certificates of covérage/insurance available eiectromca]ly via the internet
- or the policyholder’s internal network web site if the insurer requésts -
“that the policyholder post the information in such a way that brings the
mformatxon to the attention of the certificate holders. Addltlonally, the
“insurer is required to provide notice to the policyholder 6f any s1gmﬁcant
: change in the certificate and requésts that the policyholder post the .
" information ini such a way that brings the mformauon to the attentlon of

the ceruﬁcate holders.

: Most health insurers have mformed the OCI that prov:tdmg group

.- certificates electronically, usually via an internet web site, is an efﬁcxency o

.measure to help reduce admm1strat1ve costs. Current law reqmres that
 certificates be delivered in hard copy. This change stlll requlres 1nsurers
to provide a paper copy of the certlﬁcate if requested

} .Defimtmn of Late Enrollee Clarifies that an eI1g1b1e enrollee, and the
enrollee’s dependents, to a group health benefit plan who enrolis outside
a typical enrollment period shall :not be conszdered a late enrollee if he or
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she prewously declined coverage under the group health beneﬁt plan due
to enrollment in other group coverage. This change is necessary to
enable Wisconsin statutes to conform to federal Health Insurance .
Portability and Accountablhty Act (HIPAA) requrrements.

. Prohibiting Requiring Property Insurance in Excess of Replacement
‘Value. Prohibits lenders from requiring borrowers to obtain property
insurance in excess of the lesser of replacement or market value of the
nnprovements on real property as a condition of obtaining or recewmg a
loan secured by the real property This measure ensures that mortgage -

lenders requiring property insurance coverage do not requlre property
- insurance to also cover the value of any land as a condition of receiving a
] mortgage loan. Generally, land is not msurable :

Locai Government Property Insurance Fund Investments Removes

.. LGPIF from the state investment fund and allows SWIB to invest in an
authorized list of investments consistent with the fund’s cash needs.
This change is expected to produce additional investment income that
‘can moderate premium rates. :

Local Government Property Insurance Fund coverage of non-owned

property. Provides that the LGPIF may not provide coverage for non-

owned property except under certain conditions. This change will further
© limit the fund’s loss exposure on non- owned property :

: Stop-Loss insurance coverage. Reiterates in the statutes that stop Joss
* coverage of an employer self-funded health plan is msurance that is
govemed by the insurance statutes :

License fee and assessment recoveries. Provides that ﬁhng suit in
Dane County circuit court is the only- remedy for recovemng a llcense fee
or assessment pa;td by an insurer. :

Adv;sory councals and comm1ttees ‘I‘echmcal change to permit the-
- 'Commissioner to designate alternative councils or committees when
. developing changes to the uniform small-employer health i insurance
- application. This change provides for greater flexibility.in using
‘ permament or ad hoc committees to evaluate changes to the smiall-
_ employer insurance apphcat;xon "

‘ .inleges agamst drsclosure of certain records. Ciamﬁes existing
prlvﬂege where the Commissioner may refuse to dlsclose certain records
or testrmony or may waive the pnwlege

This. Bill brings cla:rlty to certam insurance regulatory standards aﬂowmg o
for. more uniform comphance with the resultant improvement to the '
- insurance market place in the State of Wisconsin. I have ensured that
.the pI'OVISJ.OIlS of this bill have been Vetted with interested parties and |
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" am not aware of any opposition. I urge you to _support SB 386 and would -~
~ welcome any questions that the committee has for me. e

: Thank 'you. '




